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(2) The foreign banking organization
shall also report any direct activities
in the United States commenced dur-
ing such quarter by a foreign subsidi-
ary of the foreign banking organiza-
tion. This information shall (unless
previously furnished) include a brief
description of the nature and scope of
each company’s business in the United
States, including the 4-digit SIC num-
bers of the activities in which the com-
pany engages. Such information shall
also include the 4-digit SIC numbers of
the direct parent of any U.S. company
acquired, together with a statement of
total assets and revenues of the direct
parent.

(i) Availability of information. If any
information required under this section
is unknown and not reasonably avail-
able to the foreign banking organiza-
tion, either because obtaining it would
involve unreasonable effort or expense
or because it rests peculiarly within
the knowledge of a company that is not
controlled by the organization, the or-
ganization shall:

(1) Give such information on the sub-
ject as it possesses or can reasonably
acquire together with the sources
thereof; and

(2) Include a statement either show-
ing that unreasonable effort or expense
would be involved or indicating that
the company whose shares were ac-
quired is not controlled by the organi-
zation and stating the result of a re-
quest for information.

(12 U.S.C. 3101 et seq.; 12 U.S.C. 1841 et seq.;
sec. 25(a) of the Federal Reserve Act (12
U.S.C. 611 et seq.)

[45 FR 81540, Dec. 11, 1980, as amended at 47
FR 51095, Nov. 12, 1982; 50 FR 39986, Oct. 1,
1985; 56 FR 19574, Apr. 29, 1991. Redesignated
and amended at 57 FR 12998, Apr. 15, 1992.
Further redesignated and amended at 58 FR
6359, Jan. 28, 1993]

§ 211.24 Approval of offices of foreign
banks; procedures for applications;
standards for approval; representa-
tive-office activities and standards
for approval; preservation of exist-
ing authority; reports of crimes and
suspected crimes; government secu-
rities sales practices.

(a) Board approval of offices of foreign
banks—(1) Prior Board approval of
branches, agencies, or commercial lending
companies of foreign banks. (i) Except as

otherwise provided in paragraph (a)(3)
of this section, a foreign bank shall ob-
tain the approval of the Board before
it:

(A) Establishes a branch, agency, or
commercial lending company subsidi-
ary in the United States; or

(B) Acquires ownership or control of
a commercial lending company subsidi-
ary.

(2) Prior Board approval of representa-
tive offices of foreign banks. Except as
otherwise provided in paragraphs (a)(2)
or (a)(3) of this section, a foreign bank
shall obtain the approval of the Board
before it establishes a representative
office in the United States.

(i) Prior notice for certain representa-
tive offices. After providing 45 days’
prior written notice to the Board, a
foreign bank that is subject to the BHC
Act, either directly or through section
8(a) of the IBA (12 U.S.C. 3106(a)), may
establish:

(A) A regional administrative office;
or

(B) A representative office, but only
if the Board has previously determined
that the foreign bank proposing to es-
tablish a representative office is sub-
ject to comprehensive supervision or
regulation on a consolidated basis by
its home country supervisor, or pre-
viously has been approved for a rep-
resentative office by Board order. The
Board may waive the 45-day period if it
finds that immediate action is required
by the circumstances presented. The
notice period shall commence at the
time the notice is received by the ap-
propriate Reserve Bank. The Board
may suspend the period or require
Board approval prior to the establish-
ment of such an office if the notifica-
tion raises significant policy, pruden-
tial or supervisory concerns.

(ii) General consent for representative
offices. The Board grants its general
consent for a foreign bank that is sub-
ject to section 8(a) of the IBA (12 U.S.C.
3106(a)), to establish a representative
office that solely engages in limited
administrative functions (such as sepa-
rately maintaining back office support
systems) that are clearly defined, are
performed in connection with the
United States banking activities of the
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foreign bank, and do not involve con-
tact or liaison with customers or po-
tential customers beyond incidental
contact with existing customers relat-
ing to administrative matters (such as
verification or correction of account
information), provided that the foreign
bank notifies the Board in writing
within 30 days of the establishment of
the representative office.

(3) After-the-fact Board approval.
Where a foreign bank proposes to es-
tablish a branch, agency, representa-
tive office, or commercial lending com-
pany in the United States through the
acquisition of, or merger or consolida-
tion with, a foreign bank with an office
in the United States, the Board may, in
its discretion, allow the acquisition,
merger, or consolidation to proceed be-
fore an application to establish the of-
fice has been filed or acted upon under
this section if:

(i) The foreign bank or banks result-
ing from the acquisition, merger, or
consolidation, will not directly or indi-
rectly own or control more than 5 per-
cent of any class of the voting securi-
ties of, or control, a U.S. bank;

(ii) The Board is given reasonable ad-
vance notice of the proposed acquisi-
tion, merger, or consolidation;

(iii) Prior to consummation of the
acquisition, merger, or consolidation,
each of the relevant foreign banks
commits in writing to comply with the
procedures for an application under
this section within a reasonable period
of time or has already filed an applica-
tion; and

(iv) Each of the relevant foreign
banks commits in writing to abide by
the Board’s decision on the application,
including, if necessary, a decision to
terminate the activities of any such
U.S. office, as the Board or the Comp-
troller may require.

(4) Notice of change in ownership or
control or conversion of existing office. A
foreign bank with a U.S. office shall
notify the Board in writing within 10
days of either:

(i) A change in the foreign bank’s
ownership or control where the foreign
bank is acquired or controlled by an-
other foreign bank or company and the
acquired foreign bank with a U.S. of-
fice continues to operate in the same

corporate form as prior to the change
in ownership or control; or

(ii) The conversion of a branch to an
agency or representative office, an
agency to a representative office, a
state branch to a federal branch, or a
state agency to a federal agency.

(5) Transactions subject to approval
under Regulation Y. Subpart B of the
Board’s Regulation Y (12 CFR 225.11-
225.14) governs the acquisition by a for-
eign banking organization of direct or
indirect ownership or control of any
voting securities of a bank or bank
holding company in the United States
if the acquisition results in the foreign
banking organization’s ownership or
control of more than 5 percent of any
class of voting securities of a U.S. bank
or bank holding company, including
through acquisition of a foreign bank
or foreign banking organization that
owns or controls more than 5 percent
of any class of the voting securities of
a U.S. bank or bank holding company.

(b) Procedures for application—(1) Fil-
ing application. An application for the
Board’s approval pursuant to this sec-
tion shall be filed in the manner pre-
scribed by the Board.

(2) Publication requirement—(i) Gen-
eral. Except with respect to a proposed
transaction where more extensive no-
tice is required by statute or as other-
wise provided in paragraphs (b)(2)(ii)
and (b)(2)(iii) of this section, the appli-
cant shall publish a notice in a news-
paper of general circulation in the
community in which the applicant pro-
poses to engage in business. The notice
shall state that an application is being
filed as of the date of the notice and
provide the name of the applicant, the
subject matter of the application, the
place where comments should be sent,
and the date by which comments are
due pursuant to paragraph (b)(3) of this
section. The applicant shall furnish
with its application to the Board a
copy of the notice, the date of its publi-
cation, and the name and address of
the newspaper in which it was pub-
lished.

(ii) Exception. The Board may modify
the publication requirement of para-
graph (b)(2)(i) of this section in appro-
priate circumstances.
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(iii) Federal branch or federal agency.
In the case of an application to estab-
lish a federal branch or federal agency,
compliance with the publication proce-
dures of the Comptroller shall satisfy
the publication requirement of this
section. Comments regarding the appli-
cation should be sent to the Board and
the Comptroller.

(3) Written comments. Within 30 days
after publication as required in para-
graph (b)(2) of this section, any person
may submit to the Board written com-
ments and data on an application. The
Board may extend the 30-day comment
period if the Board determines that ad-
ditional relevant information is likely
to be provided by interested persons or
if other extenuating circumstances
exist.

(4) Board action on application—(i)
Time limits. The Board shall act on an
application from a foreign bank within
60 calendar days after the foreign bank
has been notified that its application
has been accepted, unless the Board de-
termines that the public interest will
be served by providing additional time
to review the application and notifies
the applicant that the 60-day period is
being extended.

(ii) Additional information. The Board
may request any information in addi-
tion to that supplied in the application
when the Board believes that addi-
tional information is necessary for its
decision.

(5) Coordination with other regulators.
Upon receipt of an application by a for-
eign bank under this section, the Board
shall promptly notify, consult with,
and consider the views of the licensing
authority.

(c) Standards for approval—(1) Manda-
tory standards—(i) General. As specified
in section 7(d) of the IBA (12 U.S.C.
3105(d)), the Board may not approve an
application to establish a branch or an
agency, or to establish or acquire own-
ership or control of a commercial lend-
ing company, unless it determines
that:

(A) Each of the foreign bank and any
parent foreign bank engages directly in
the business of banking outside the
United States and is subject to com-
prehensive supervision or regulation on
a consolidated basis by its home coun-
try supervisor; and

(B) The foreign bank has furnished to
the Board the information that the
Board requires in order to assess the
application adequately.

(ii) Basis for determining comprehensive
supervision or regulation on a consoli-
dated basis. In determining whether a
foreign bank and any parent foreign
bank is subject to comprehensive su-
pervision or regulation on a consoli-
dated basis, the Board shall determine
whether the foreign bank is supervised
or regulated in such a manner that its
home country supervisor receives suffi-
cient information on the worldwide op-
erations of the foreign bank (including
the relationships of the bank to any af-
filiate) to assess the foreign bank’s
overall financial condition and compli-
ance with law and regulation. In mak-
ing such a determination, the Board
shall assess, among other factors, the
extent to which the home country su-
pervisor:

(A) Ensures that the foreign bank has
adequate procedures for monitoring
and controlling its activities world-
wide;

(B) Obtains information on the condi-
tion of the foreign bank and its subsidi-
aries and offices outside the home
country through regular reports of ex-
amination, audit reports, or otherwise;

(C) Obtains information on the deal-
ings and relationships between the for-
eign bank and its affiliates, both for-
eign and domestic;

(D) Receives from the foreign bank
financial reports that are consolidated
on a worldwide basis, or comparable in-
formation that permits analysis of the
foreign bank’s financial condition on a
worldwide, consolidated basis;

(E) Evaluates prudential standards,
such as capital adequacy and risk asset
exposure, on a worldwide basis.

(2) Discretionary standards. In acting
on any application under this subpart,
the Board may take into account:

(i) Consent of home country supervisor.
Whether the home country supervisor
of the foreign bank has consented to
the proposed establishment of a
branch, agency, or commercial lending
company subsidiary;

(ii) Financial resources. The financial
resources of the foreign bank (includ-
ing the foreign bank’s capital position,
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projected capital position, profit-
ability, level of indebtedness, and fu-
ture prospects) and the condition of
any U.S. office of the foreign bank;

(iii) Managerial resources. The mana-
gerial resources of the foreign bank, in-
cluding the competence, experience,
and integrity of the officers and direc-
tors; the integrity of its principal
shareholders; management’s experience
and capacity to engage in international
banking; and the record of the foreign
bank and its management of complying
with laws and regulations, and of ful-
filling any commitments to, and any
conditions imposed by, the Board in
connection with any prior application;

(iv) Sharing information with super-
visors. Whether the foreign bank’s
home country supervisor and the home
country supervisor of any parent of the
foreign bank share material informa-
tion regarding the operations of the
foreign bank with other supervisory
authorities;

(v) Assurances to Board. Whether the
foreign bank has provided the Board
with adequate assurances that infor-
mation will be made available to the
Board on the operations or activities of
the foreign bank and any of its affili-
ates that the Board deems necessary to
determine and enforce compliance with
the IBA, the BHC Act, and other appli-
cable federal banking statutes; these
assurances shall include a statement
from the foreign bank describing the
laws that would restrict the foreign
bank or any of its parents from provid-
ing information to the Board;

(vi) Compliance with U.S. law. Wheth-
er the foreign bank and its U.S. affili-
ates are in compliance with applicable
U.S. law, and whether the applicant
has established adequate controls and
procedures in each of its offices to en-
sure continuing compliance with U.S.
law, including controls directed to de-
tection of money laundering and other
unsafe or unsound banking practices.

(3) Additional factor. In acting on an
application, the Board may consider
the needs of the community and the
history of operation of the foreign
bank and its relative size in its home
country, provided, however, that the
size of the foreign bank shall not be the
sole factor in determining whether an

office of a foreign bank should be ap-
proved.

(4) Board conditions on approval. The
Board may impose such conditions on
its approval as it deems necessary, in-
cluding a condition which may permit
future termination of any activities by
the Board or, in the case of a federal
branch or a federal agency, by the
Comptroller, based on the inability of
the foreign bank to provide informa-
tion on its activities or those of its af-
filiates that the Board deems necessary
to determine and enforce compliance
with U.S. banking laws.

(d) Representative offices—(1) Activities.
A representative office may engage in:

(i) Representational and administra-
tive functions in connection with the
banking activities of the foreign bank
which may include soliciting new busi-
ness for the foreign bank, conducting
research, acting as liaison between the
foreign bank’s head office and cus-
tomers in the United States, perform-
ing any of the activities described in 12
CFR 250.141(h), or performing back of-
fice functions, but shall not include
contracting for any deposit or deposit-
like liability, lending money, or engag-
ing in any other banking activity for
the foreign bank; and

(ii) Other functions for or on behalf
of the foreign bank or its affiliates,
such as operating as a regional admin-
istrative office of the foreign bank, but
only to the extent that such other
functions are not banking activities
and are not prohibited by applicable
federal or state law or by ruling or
order of the Board.

(2) Standards for approval of represent-
ative offices. As specified in section
10(a)(2) of the IBA (12 U.S.C. 3107(a)(2)),
in acting on the application of a for-
eign bank to establish a representative
office, the Board shall take into ac-
count to the extent it deems appro-
priate the standards for approval set
out in paragraph (c) of this section.

(3) Special purpose foreign government
banks. A foreign government-owned or-
ganization engaged in banking activi-
ties in its home country that are not
commercial in nature may apply to the
Board for a determination that the or-
ganization is not a foreign bank for pur-
poses of this section. A written request

VerDate 20<JAN>98 10:39 Feb 17, 1998 Jkt 179038 PO 00000 Frm 00335 Fmt 8010 Sfmt 8010 Y:\SGML\179038.TXT 179038-3



340

12 CFR Ch. II (1–1–98 Edition)§ 211.25

setting forth the basis for such a deter-
mination may be submitted to the Re-
serve Bank of the District in which the
foreign organization’s representative
office is located in the United States or
to the Board in the case of a proposed
establishment of a representative of-
fice. The Board will review and act
upon each such request on a case-by-
case basis.

(4) Additional requirements. The Board
may impose any additional require-
ments that it determines to be nec-
essary to carry out the purposes of the
IBA.

(e) Preservation of existing authority.
Nothing in this subpart shall be con-
strued to relieve any foreign bank or
foreign banking organization from any
otherwise applicable requirement of
federal or state law, including any ap-
plicable licensing requirement.

(f) Reports of crimes and suspected
crimes. Except for a federal branch or a
federal agency or a state branch that is
insured by the Federal Deposit Insur-
ance Corporation, a branch or agency
or a representative office of a foreign
bank operating in the United States
shall file a suspicious activity report in
accordance with the provisions of §
208.20 of the Board’s Regulation H, 12
CFR 208.20.

(g) Management of shell branches. (1) A
state-licensed branch or agency shall
not manage, through an office of the
foreign bank which is located outside
the United States and is managed or
controlled by such state-licensed
branch or agency, any type of activity
that a bank organized under the laws
of the United States or any State is not
permitted to manage at any branch or
subsidiary of such bank which is lo-
cated outside the United States.

(2) For purposes of this paragraph (g),
an office of a foreign bank located out-
side the United States is ‘‘managed or
controlled’’ by a state-licensed branch
or agency if a majority of the respon-
sibility for business decisions, includ-
ing but not limited to decisions with
regard to lending or asset management
or funding or liability management, or
the responsibility for recordkeeping in
respect of assets or liabilities for that
non-U.S. office, resides at the state-li-
censed branch or agency.

(3) The types of activities that a
state-licensed branch or agency may
manage through an office located out-
side the United States that it manages
or controls include the types of activi-
ties authorized to a U.S. bank by state
or federal charters, regulations issued
by chartering or regulatory authori-
ties, and other U.S. banking laws, in-
cluding the Federal Reserve Act, and
the implementing regulations, but U.S.
procedural or quantitative require-
ments that may be applicable to the
conduct of such activities by U.S.
banks shall not apply.

(h) Government securities sales prac-
tices. An uninsured state-licensed
branch or agency of a foreign bank
that is required to give notice to the
Board under section 15C of the Securi-
ties Exchange Act of 1934 (15 U.S.C.
78o–5) and the Department of the
Treasury rules under section 15C (17
CFR 400.1(d) and part 401) shall be sub-
ject to the provisions of 12 CFR 208.25
to the same extent as a state member
bank that is required to give such no-
tice.

[58 FR 6359, Jan. 28, 1993, as amended at 58
FR 47209, Sept. 8, 1993; Reg. K, 61 FR 2901,
Jan. 30, 1996; 61 FR 4344, Feb. 5, 1996; 61 FR
39053, July 26, 1996; 62 FR 13286, Mar. 19, 1997]

§ 211.25 Termination of offices of for-
eign banks.

(a) Grounds for termination—(1) Gen-
eral. Under sections 7(e) and 10(b) of the
IBA (12 U.S.C. 3105(e), 3107(b)), the
Board may order a foreign bank to ter-
minate the activities of its representa-
tive office, state branch, state agency,
or commercial lending company sub-
sidiary if the Board finds that:

(i) The foreign bank is not subject to
comprehensive supervision or regula-
tion on a consolidated basis by its
home country supervisor in accordance
with § 211.24(c)(1) of this subpart; or

(ii)(A) There is reasonable cause to
believe that the foreign bank or any of
its affiliates has committed a violation
of law or engaged in an unsafe or un-
sound banking practice in the United
States; and

(B) As a result of such violation or
practice, the continued operation of
the foreign bank’s representative of-
fice, state branch, state agency, or
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